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The Stock Exchange of Hong Kong Limited takes no rssponsrblhty for the contents aftlns reakes a5 10 its sccuracy or completeness
and expressty disclaims amy liability whatsoever for ary loss bowsoever arising from or in reliance upon the whale or 4rry part o( the contents of this announcement,

CATHAY PACIFIC AIRWAYS LIMITED

(Incorporated in Hong Kong with limited lxabxhty)
(Stock Code: 293)

Announcement
Continuing-Connected Transactions with DHL
Independent financial adviser: Commerzbank AG

Reference is made to the Cormpany's announcement dated 17th October 2002 regarding the Transactions pursuant to the Services Agreement, in respect of which
the Waiver was granted by the Stock Exchange.

As the fee payable by DHL to AHK for the Secvices is projected to exceed the Waive Limit, the Company is required to comply with the announcement, reporting
and shareholders’ approval requicements under Rule 14A.35 of the Listing Rules.

The Company has obtainad written zpprovai from a closely allied group of sh fras been submitted to che Stock Exch (ur granting a
waiver to the Company from the requirement to hold a general meeting to approve the Services Agreement, the Term and the Annual Cap.

A cucuhr cunumu’tg che pzmculm of the Seevices Agm:m:nt, a letter from the Independent Board Committee and a letter from the Independent Financial Adviser
Iders as soon as

holders. An appl

Background -

Reference is made to the Campany s announcement dated 17th October 2002 regarding the i ions (T ions”) relating to the Services
Agreement between AHK and DHL dated 17th October 2002 {the “Services Agreement™) which was subscg\uemly amended, pursuant to which AHK provides 1o DHL
services in respect of the sale of space on certain cargo services operated by AHK in the Asian region for the carriage of DHL's air express materials (the “Services™).
Payment is made in cash by DHL to AHK against invoice presented monthly within 30 days from the date of receipt of the invoice.

The term of the Services Agreement {*Term”) is for the period from 17th October 2002 to 315t December 2018, with an option exercisable by DHL to extend beyond
31st December 2018 for 3 period to be apreed by the partics. It may be tecminated before expiration of the full term in certain circumstances, including upon material
default by a party and continuing force majeure.

The Directors consider that the Term, being mote than three years, is of narmal business practics due to AI-LKs significant investment in acquisition of freighter
aircraft, which are depreciated over at least 20 years, for provision of the Services.

In this connection, a waiver {“the Waiver™) was granted by the Stock Exch from strict i with rhe then d in the Listing
Rules, subject to the value of the Transactions for any tefevant year not exceeding 3% of the audited consolidated net tangible assers of the C‘nmpany ("dmc Waiver Limit "}

The Waiver Limit has not been exceeded as of the daze of this announcement. It is expecud that, from 2005 onwards, the annua\ value of the Transactions will exceed.
the Waiver Limic and che Company is required to camply with the relating to under the Listing Rules.

The Annual Cap

On the basis of rhc prices negotiated at an arm’s lengrh with DHL in respect of the capacity to be provided for the Services, the Du-rcwrs estimate that (he maximum

- aggregate annual value (che “Annuat Cap™) of the Transactions will not exceed the amounts set out below:

For the year ending 315t Decémber {HKS$ million):
2005 2008 2007
1,350 1,600 2,000

The Annual Cap has been determined by reference to the annual value of the Transactions of HK$43 million fcom 17th October to 3 st December 2002, HK$322

million in 2003 and HK$715 million in 2004, to which a cushion has been added to provide flexibility for ross:blc changes in the leve! of Services associated with the
growth in AHK's aircraft fleet {with five Airbus A300-600F freighter aircrafr as at 31st Dcumber 2004, aircraft under fiem orders from 2005 to 2006 and an

aption for a further two aircraft for 2007). -

Reasons for, and benefirs of, the Transactions :

The provision of air cargo capacity to DHL is part of the normal commercial activity of che Company and AHK in the ordinary and notmal course of their busmus

that makes substantial conttibution to the Company’s and AHK's revenue and profitability.

Connection between the parties
DHL is a connected person of the Company because of irs 40% attribucable interest in the Company's subsidiary AHK,

Compliance with Listing Rules )

As the highest of the (@Q{u percentage ratios as defined under Rule 14.07 of the Listing Rules {other than the profits ratio} in respect of the Transactions will, on 26
annual basis, be more tha'2.5%, the Company has to comply with the announcement, reporting and shareholders® approval requirements under Rule 14A.35 of the
Listing Rules,

Commerzbank AG has been appom!ed as Independent Financial Adviser to advise the Ind d Board C itcee and the sharcholders on the Services Agreement,
the Term and the Anpual Cap, which are subject 10 independent shareholders® approval. The Company has received written approval from a closely allied group of
sharebolders, namely Swire and CITIC which currently own 1,566,233,246 shares (46.35%) And 859,353,462 shares (25.43%] respectively of the total issued share
capital of the Company. Swire and CITIC are connected persans of each other. No shaceholder would be required to abstain from voting if the Company were to
convene zfgcneul meeting pursuant to Rule 144,18 of the Listing Rules. An application has been submitted ro the Stock Exchange for granting a waiver to thz
Company from the requirement to hold a general meeting to approve the Services Agreement, the Term and the Annual Cap.

A circular conmmmg Lhe particulars of the Services s Agreement, a letter from the Independent Board Committee and a letter from the Independent szncnl Adviser
will be di lders as soon as

The Company wm comply with the conrinuing oblfmons under Rules 14A.37-41 of the Listing Rules and will re-comply with thc relevane Listing Rules after
315t December 2007 or if the Annual Cap is exceeded or when there is a material change to the terms of the Services Agreement.

Opinion of the Directors i}
Dicectors, including the independent non-executive Directors, consider that the terms of the Services  Agreement, as subsequently amended, are fair and reasonable
and in the interests of the Company and its shareholders as a whole and have been negotiated on an arm’s length basis in the usual and ordinary course of business, on

-normal commercial terms and on terms no more favourable to DHL than those which the Company would offer to parties which are not connected persons (as defined

under the Listing Rules} of the Company

Directors
As at the date of this announcement, the Directors of the Company are
Executive Directors: Robert Atkinson, Philip Chen, Derek Cridland ind Tony Tylec;
Non-Executive Directors: Martin Cubbon, Henry fan, Jamés Hughes-Hallett, Vernon Moore, David Turnbull, Raymond Yuen, Carl Yung and Zhang Xianlin; and
Independent Non-Executive Directors: Peter Lee, Raymond Or, jack 50 and Tuag Chee Chen.

Definitions

*“AHK" AHK Air Hong Kong Limited, owned 60% by the Company and 40% by DHL, the principal activity of which is the operation of cargo airline services.

“CITIC” . CITIC Pacific Limited, 2 company incotporated in Hong Kong and listed on the Stock Exchange,

*Company” Cachay Pacific Airways Limited, the principal activity of which is the operation of scheduled airline services.

*DHL” DHL fnternational GmbH (formerly DHL International Limited], the principal activity of which is the provision of internationaf express distribution
services.

*Directors™ The diceccars of the Company.

“Ind d An ind; dent c i of the Board of Directors comprising Peter Lee, Raymond Or, ]zck So and Tung Chee Chen, all of whom ace

Board Commistee™ independ ive Direct

“Lisdng Rules™  The Rules Governing the Listing of Securities on the Stdck Exchange.
“Stock Exchange™ The Stock Exchange of Hong Kong Limited.
“Swire” Swire Pacific Limited, a company incorporated in Hong Kong and hs:ed on the Stock Exchange,

By Qrder of the Board -

Cathay Pacific Airways Limited : /
Margaret Yu .

Comparry Secre . .

Hong Kong, 27xb June 2005 :
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